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 Building a Boutique Firm
The following article provides an example of how a newly formed CPA firm that chose to focus on a rela­
tively narrow range of services managed its successful start-up. It also describes how in the start-up 
process, the CPA firm addressed many of the issues faced by most firms today.
Recently, WebCPA surveyed accounting industry leaders, asking them to share their vision of the profes­
sion in five years: "What will be its major concerns? Its challenges? The hot new service areas? What 
shape will the firm landscape have taken?"
Although the responses are quite varied (the responses can be viewed at http://www.webcpa. 
com/article.cfm?articleid=22377&print=yes), several leaders underscored certain issues that have 
been foremost in the minds of practitioners in recent years, such as staff recruitment and retention, suc­
cession planning, and staff development. What is noteworthy about these particular issues is in that the 
firm owners' transition to retirement will depend on attracting and retaining quality employees and their 
retention may depend on the opportunity they're given for development.
Among the hot service areas mentioned, many are not really new. Those of interest to Focus readers 
included forensic and investigatory accounting, fraud prevention, business valuation, fair value 
accounting, and auditing.
The Growth of Service Boutiques
Also of interest to Focus readers and other practitioners who have built or are building niches in busi­
ness valuation, forensic, and litigation services is the prediction of Gale Crosley, CPA, president of 
Crosley & Co., who consults with CPA firms: "Many smaller firms that make the choice to remain inde­
pendent and invest in leadership will become service boutiques, as they discover that the dynamics of 
standards-setting and a multiprovider environment will enable them to grow and leverage talent better 
if they focus on a narrow complement of specialized services."
The trend predicted by Crosley is well under way. An illustration of how such a service boutique can 
be developed is Melinda Harper's founding of Harper Lutz Zuber Potenza & Associates in Denver, 
Colorado. Melinda went out on her own after the expiration of her noncompete agreement with a 
national firm, one of the "roll up" firms, with offices across the United States, and several thousand 
professionals. She had been with the firm and all of its predecessors for about 15 years. Prior to that, 
she had been with her "first firm" for 13 years.
"I think it is probably a little unusual that, at my age, I wanted to start a new firm. But I had some 
good reasons," Melinda said. "I wanted to be able to implement management and marketing ideas that 
I believed would be very successful but were difficult to get support for in a firm that was focused on 
traditional work and cross-selling services and products. When I joined the firm, it was focused on 
consulting or project work, and so my practice fit in well, but that changed with the roll up."
Starting her own firm also provided Melinda with the opportunity to put together a team that had both
depth and breadth in the litigation/valuation area (complex commercial damages; valuation (both litig­
tion and nonlitigation); lost earnings; family law). Not only would this enable the firm to respond to
most litigation support/valuation needs, but also that depth and breadth would differentiate the firm
from others in its market.
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Planning for Transition
Although she undertook starting up again at a 
point when most practitioners with her length of 
experience would not have done so, Melinda is 
not among those firm leaders who seem to be 
ignoring the ticking of the clock. The start up was 
a stage in a succession plan. "I wanted to devel­
op a firm that I could gracefully and slowly retire 
from while developing my partners and associ­
ates so that they could take over the practice, for 
our mutual benefit."
The succession plan is well thought out, as is evi­
dent in Melinda's description of the understanding 
among firm members:
"Everyone knows that I will be transitioning out of 
the firm over the some yet-to-be-determined 
years. I committed to being available at some 
level for the term of our lease, which has another 
3 1/2 years to go. In that time, I will be measured 
by my ability to successfully mentor my partners 
in firm management, marketing, and project man­
agement and to extend my referral relationships 
to include my partners and associates. In other 
words, succession planning began during our dis­
cussions about forming the firm, and implementa­
tion of the plan is looking very successful at this 
point.
"We also recognized that we all were at different 
stages in our careers. Consequently, we needed 
to plan on different levels of commitment over 
various time frames, which would affect compen­
sation levels. This took a lot of discussion, and 
the discussion is ongoing in conjunction with the 
firm coaching."
The firm has 11 technical staff, some of who 
work flexible schedules or on a contract basis, 
including two administrative staff. "Being flexible 
with our hours and backgrounds and offering 
good benefits, technology and training has 
allowed us to attract excellent staff at all levels, 
while managing our personnel costs effectively," 
Melinda said.
Exchanging Referrals
The firm doesn't do tax or accounting work, or 
other types of consulting. Consequently, they 
have developed relationships with other CPAs to 
whom they can refer work, and they believe that 
over time they will also receive referrals from 
them. "Generally," Melinda said, "because we 
don't compete with them, referrals from other 
CPAs are an important source of work for us."
Melinda has also kept open the bridge between 
herself and her former company. "In order to 
ensure an amiable parting, I agreed to continue 
working on ongoing projects for two years, using 
the prior firm's staff. That worked out well and 
ended a few months ago." Melinda has also con­
tinued to refer work to individuals at the prior firm 
when her firm does not provide the service need­
ed or there is a conflict of interest.
Overcoming Obstacles
Melinda's depth and breadth of prior experience 
helped her to anticipate many of the obstacles 
she encountered when starting up. Even so, 
addressing the obstacles required time and effort. 
"My first obstacle," she said, "was to negotiate 
my way out of my old firm in a way that wasn't 
too disruptive to my clients or to me, and that 
took a few months. I then began the process of 
putting together the team that I wanted, and that 
took some more months. I thought it was impor­
tant that the people I was hoping would join me 
had all the time they needed to be comfortable 
with their decisions, and it paid off, because I 
was able to bring together people that I knew 
well and had worked with in the past and other 
folks who were recommended to me." So in the 
interim, Melinda worked from home, using con­
tractors for bigger projects. "That was difficult 
because I was used to having a group of people 
available to handle client work."
Lack of working space early on added to the diffi­
culties. "Even after I put the firm together and 
hired staff, we couldn't get into our space, so we 
were all working from different locations, includ­
ing my kitchen! One morning I emailed one of my 
partners from my office at home, on the second 
floor, asking where she would be working that 
day. She answered, 'I'm downstairs in your 
kitchen!' Fortunately, our new house was wired 
with Internet access everywhere.”
Despite the time consumed by overcoming these 
obstacles, Melinda said, "I think that the decision 
to proceed deliberately with patience paid off very 
well."
Other obstacles were surprising. Among them 
were the difficulty in getting the landlord to com­
mit to a lease and the tense staff discussions 
needed to gain consensus on the office wall col­
ors. About the problems that arose, Melinda said, 
"While the big obstacles were resolved through 
patience, lots of discussions, and the passage of
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time, the smaller things such as which phone 
system to get (traditional or VoIP) consumed lots 
of time and energy. I don't think any of us antic­
ipated all the details we would need to deal with 
and how much time it would take. Even though 
we divided up the projects, we all got pretty 
tired and cranky, but there was a big commit­
ment to seeing it through and to maintaining and 
valuing our relationship—and we did."
Despite the obstacles, the business began with 
a running start. Melinda had built a solid founda­
tion: "Since most of our client relationships 
come through referral sources, I was fortunate in 
that I had a very loyal referral base, and people 
found me almost immediately after I left. In 
order to facilitate that, I made an extra effort to 
be out in the community and talking to people 
about my plans during the transition. Many of 
my referral sources actually assisted with letting 
people know where I was!" She added further, 
"Once the firm was formed, two of my partners 
also had a client base, so we opened the doors 
with a significant book of business."
Marketing Services
The firm markets primarily to attorneys because 
they are its largest source of work. 
Consequently, most marketing dollars go to 
building awareness of the firm's presence and 
capabilities. One of the first formal steps follow­
ing informal contacts was to send an announce­
ment about the new firm to all referral sources. 
The announcement was coordinated with ads in 
various legal publications, with press releases, 
and with two open houses, two nights in a row. 
"We also focused on attending events where we 
could let people know where we all were and 
about the firm's capabilities and on connecting 
through emails, phone calls, and lunches. We 
continued the personal contacts with participa­
tion in various organizations, regular ads and 
regular mailings."
The Benefits of Outsourcing
Commenting on the final success of starting 
up, Melinda said, "I think an important factor 
in what feels like a big success is that we 
did not try to do everything ourselves, but 
instead made sure we had great resources. 
Our goal was to focus on freeing the techni­
cal staff to get and help clients. For instance, 
we outsourced all of our telephone and com­
puter technology, we found an extremely cre­
ative designer for our marketing and advertis­
ing materials, including branding, we found a 
PR person to handle our publicity, and we 
outsourced our business management and 
accounting to a fabulous woman that we all 
knew. We also hired a coach for the part­
ners, and we have worked through many 
relationship and compensation issues with 
her, and continue to keep her involved." 
The Application of Regression Analysis to the Direct Market Data Method-Part 3
By Mark G. Filler, CPA/ABV, CBA, AM, CVA, 
and James A. DiGabriele, D.P.S., CPA/ABV, 
CFE, CFSA, DABFA, Cr.FA, CVA
Why does simple linear regression rarely 
give us the right answer, and what can 
we do about it?
The data sets that Bizcomps makes available 
to us by way of Standard Industrial 
Classification (SIC) Code Numbers and North 
American Industry Classification System 
(NAICS) Code Numbers are rarely distributed 
in such a manner that the application of sim­
ple linear regression will give us a relevant 
and reliable answer. This is because the indi­
vidual databases are (1) hardly ever linear, 
(2) infrequently homogeneous as to variance 
(the larger the X variable, the greater, or 
smaller, the dispersion about the regression 
line), and (3) not often normal, or even sym­
metrical. If the data is linear, we can proceed 
to use simple linear regression without hav­
ing to resort to more complex models, that 
is, we can stick with the tools that Excel pro­
vides us. The reasons that homogeneity and 
normality, or at least, symmetry are good 
things are beyond the scope of this series of 
articles, but suffice it to say that without 
these qualities, standard statistical tests and 
confidence intervals will not be reliable, nor 
will you be able to explain away the variation 
in your data as noise, or ordinary and expect­
ed random error. Simple tests will make it 
apparent that your model is deficient.
Fortunately, to fix these three problems we 
need only one procedure, and that is 
skewed positively to the right andFigure 1
Continued on page 4
transformation of either or both the X and Y 
variables. This is so because data that is nor­
mally distributed is also often neither linear 
nor homogeneous. Thus, transformation pro­
vides a simple way both to fix statistical 
problems (nonsymmetrical and heteroge­
neous distributions) and to fit curves to data 
(curvilinear regression). For example, using 
143 transactions from SIC Code No. 2752, 
Figure 1 shows the distribution of the raw­
data form of the X variable, SDE, being 
Business Valuation and Forensic & Litigation Services Section
Continued from page 3
non-normal in its shape. A super-imposed 
normal distribution curve points out the dis­
crepancy in shape between the two distribu­
tions. Since powers less than 1 can pull in 
the upper tail of a distribution and help make 
a skewed distribution more symmetrical, we 
applied this technique, with the results 
shown on Figure 2, in which the transformed 
data's histogram's outline now resembles 
that of the normal curve.
Transformation of variables is not new to busi­
ness valuation, as shown by Jay Abrams in his 
work with the Ibbotson database and Roger 
Grabowski in his work with the Duff & Phelps 
database. In both instances, the X variable, 
market size, was transformed logarithmically 
to straighten out the curved distribution that 
Figure 2 
Figure 3
is generated when discount rates are plotted 
against market size. However, transformation 
by logarithms does not work that well with 
the Bizcomps data sets as does transforma­
tion by exponents, because we can select 
the exponent that works best in the situa­
tion, while the logarithm of any number is 
fixed. Therefore, because of the flexibility 
afforded our transformation process by expo­
nents, that will be the transforming process 
we demonstrate in this article. So, let's set 
up our worksheet so that we can transform 
our data and at the same time efficiently 
identify and remove outliers from the data 
set. We'll explain later in the article why 
removing outliers is not only permitted, but 
in the circumstances, often required.
Returning to the last worksheet you created,
the last column of figures you have should 
be titled "Standardized Residual" in column 
R. Starting in cell T2 and continuing to cell 
Y2, enter the labels: "Transformed X," 
"Transformed Y," "Predicted Y," 'Residual," 
"Standardized Residual," and "Delete if X" as 
shown in Figure 3. In cell T1 enter, as place­
holder amounts, .1, in cell U1 enter .1, and in 
cell Y1 enter 2.5 as the standard deviation 
cut-off point. Next, we will transform the X 
and Y variables using the placeholder 
amounts in cells T1 and U1.
In cell T3, enter the formula: =F3 $T$1, 
and in cell U3 enter: =H3^$U$1. This 
transforms the variables by raising each to 
the power of .1. Copy cells T3 and U3 down 
to cells T17 and U17. Next, we will compute 
the predicted value for Y, using the trans­
formed X and Y variables and then we will 
back-transform the result right in the formula 
itself using the reciprocal of the Y transform­
ing exponent.
In cell V3 enter: =TREND($U$3:$U$17, 
$T$3:$T$17,T3,TRUE)^ (1/$U$1) - raising 
the predicted value of Y to the power of the 
reciprocal of the transforming exponent 
translates that value back into the original 
state that Y was expressed in. Just as the 
square root of 9 can be expressed in Excel 
as: 9 .5 = 3, then back-transforming 
makes: 3 (1/.5) = 9. Rather than doing this 
in two steps, that is, predict Y in its trans­
formed state, and then, in another cell, back- 
transform it into its original language, we 
have elected to do it one step. In cell W3 
enter: +H3-V3. Copy cells V3 and W3 down 
A B c D  E F  G H - - - l M N 6  P Q  R S  T  U  v W X
1 BIZCOMPS DATA -4.524291261 -2.866867093
Array Standar-
Formula Standardized Trans - Trans - Predicted dized
Trend Output Residual Residual formed X formed Y Y Residual Residual2
Data 
No.
SIC
CODE
Business Type
Annual 
Revenue SDE Sales Date
Selling 
Price
Per Cent 
Down Terms Area
Days on 
Market
3 
4 
5_
~7_ 
8
9 
’10 
i11
12 
13 
14 
15 
16
1 2396 Silk Screen Printing 205 50 8/31/1993 82 70 2 Yrs @ 8% Baton Rouge, LA
2 2396 Silk Screen Printing 248 33 8/13/1999 42 100 N/A Midwest 120
3 2396 Silk Screen Printing 283 58 9/23/1998 112 28 4 Yrs @ 8% Ohio 201
4 2396 Silk Screen Printing 299 89 9/30/1998 185 21 6 Mos @ 10% Tampa, FL 110
5 2396 Silk Screen Printing 346 83 6/30/1994 126 39 5 Yrs @9% Central Florida
6 2396 Silk Screen Printing 350 122 12/7/2001 220 45 4 Yrs @10% Florida 118
7 2396 Silk Screen Printing 376 88 6/12/2001 179 100 N/A Spokane, WA 120
8 2396 Silk Screen Printing 379 78 10/22/2002 160 100 N/A San Diego, CA 87
9 2396 Silk Screen Printing 401 84 10/1/1998 145 33 10 Yrs @8% Spokane, WA 350
10 2396 Silk Screen Printing 403 53 5/31/2002 106 76 10 Yrs @7 Tulsa, OK 90
11 2396 Silk Screen Printing 406 84 4/26/2002 138 50 3 Yrs Colorado 166
12 2396 Silk Screen Printing 412 88 4/16/2002 225 100 N/A San Francisco 236
13 2396 Silk Screen Printing 416 65 9/12/2002 93 100 N/A Florida 54
15 2396 Silk Screen Printing 448 138 1/20/2000 233 20 10 Yrs @ Pr+2.3 Stockton, CA 170
90.54 90.54 -8.54 -0.349 0.0000000206 0.0000032610 90.30 -8.30 -1.11
58.49 58.49 -16.49 -0.675 0.0000001348 0.0000222004 90.30 -48.30 -1.81
105.62 105.62 6.38 0.261 0.0000000105 0.0000013340 90.30 21.70 -0.59
164.05 164.05 20.95 0.857 0.0000000015 0.0000003165 90.30 94.70 0.68
152.74 152.74 -26.74 -1.094 0.0000000021 0.0000009517 90.30 35.70 -0.35
226.25 226.25 -6.25 -0.256 0.0000000004 0.0000001926 90.30 129.70 1.28
162.16 162.16 16.84 0.689 0.0000000016 0.0000003478 90.30 88.70 0.57
143.32 143.32 16.68 0.683 0.0000000028 0.0000004798 90.30 69.70 0.24
154.63 154.63 -9.63 -0.394 0.0000000020 0.0000006363 90.30 54.70 -0.02
96.19 96.19 9.81 0.401 0.0000000158 0.0000015621 90.30 15.70 -0.70
154.63 154.63 -16.63 -0.680 0.0000000020 0.0000007332 90.30 47.70 -0.14
162.16 162.16 62.84 2.570 0.0000000016 0.0000001806 90.30 134.70 1.37
118.81 118.81 -25.81 -1.056 0.0000000063 0.0000022731 90.30 2.70 -0.92
256.41 256.41 -23.41 -0.958 0.0000000002 0.0000001633 90.30 142.70 1.51
18
19
20
81
Coefficient - SDE 
Standard Error - 
R Square 
F stat
Regression Sum c
148.97 148.97 Mean 55.85
Std Dev 57.535
21
22 
23 
24
25
27
SUMMARY OUTPUT SEE 84.999
1.885 -3.710 Coefficient - Intercept R2 0.0000
SDE 0.255 21.412 Standard Error - Intercept COV 58.16%
0.819 25.443 Standard Error
54.476 12 Residual df
of Squares 35265.395 7768.319 Residual Sum of Squares
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to cells V17 and W17. In cell W20 enter: 
= AVERAGE(W3:W17); in cell W21 enter: 
= STDEV(W3:W17); and in cell W22 enter: 
= SQRT(SUMXMY2(V3:V17,H3:H17)/(COUNT( 
H3:H17)-2)), which last formula gives us the 
standard error of the estimate (SEE), that is, 
the standard deviation about the regression 
line. Later, we will use the SEE to select the 
best exponents for the X and Y variables in 
cells T1 and U1. Also, place the labels 
"Mean," "Std Dev," "SEE," and "R2," in cells 
V19 through V22.
In cell X3 enter: = STANDARDIZE 
(W3,$W$20,$W$21); and finally in cell Y3 
enter: =IF (OR (X3>$Y$1 ,X3<-$Y$1 ),"X",""). 
Copy cells X3 and Y3 down to cells X17 and 
Y17. As we previously mentioned in Part 2 of 
this article, Data No. 14 exceeds 2.5 stan­
dard deviations from the mean, as indicated 
by the X in cell Y16. Since this is such a 
large outlier, whose residual has no chance 
of being reduced by the transformation, it 
should be removed from the data set at this 
time by deleting Row 16. With larger data 
sets, outliers discovered at this stage can be 
left in until Solver is set up and run at least 
once before they are removed. At this point 
we will set up Excel's powerful optimization 
feature called Solver Add-In which can calcu­
late solutions to what-if scenarios based on 
adjustable cells and constraint cells. This 
allows us to minimize SEE and simultaneous­
ly uncover any other outliers that may exist 
in the data set.
Using Solver
Click on cell W22, select Tools, Solver (if you 
don't have Solver loaded, go to Tools, Add­
ins, scroll down, find and check Solver Add­
in, and click OK). Set Target Cell to: W22, set 
Equal To: Min. by Changing Cells: T1 and U1, 
then add the following constraint: W20 = 0. 
Click on Options, set Precision and 
Convergence to .000001, set Tolerance to 
20%, choose Use Automatic Scaling, click OK 
and click Solve. Checking to see if there are 
any more outliers to be removed, we note 
that there are none. If there were, denoted 
by an "X" in column Y, then we would delete 
those rows, and run Solver again, this time 
by just clicking on Tools, Solver, Solve
Figure 4
(Solver remembers your previous settings). 
We would continue to repeat this process 
until no more "Xs" showed up in column Y.
We have just accomplished a number of 
things, including having changed the values 
in cells T1 and U1 just enough so that the 
transformed variables used in the regression 
equation produce the lowest possible SEE, 
while at the same time producing the neces­
sary outcome of a mean value of zero for the 
resulting residuals. In cell W22 enter the for­
mula: = RSQ(V3:V16,H3:H 16) so that we can 
compute R2 for the transformed model. 
Checking the output metrics of SEE and R2 
for both the transformed model and the 
untransformed, or regular, model, we see 
that the regular model has an SEE and R2 of 
25.443 and .819 as shown in cells I24 and 
H24, respectively, while the transformed 
model's metrics are 23.142 and .8511 for 
SEE and R2. Also, the regular model has a 
residual that is more than 2.5 standard devia­
tions from the mean that would have to be 
removed if that was our model of choice. 
Therefore, the transformed model gives us a 
higher R2, a lower SEE and at the same time 
allows us to minimize the Data Nos. that 
must be removed as outliers. Graphical pre­
sentations of these outcomes can be seen in 
Figures 4 and 5.
We can see from the scatterplot of Figure 5 
that the data set is in fact curvilinear, but 
that by transforming the data we were able 
to fit a line to the data by using Excel's sim­
ple linear regression functions, without hav­
ing to resort to more complex non-linear 
models. Also, by curving the regression line 
we were able to keep data no. 12 in the 
model by making it less than 2.5 standard 
deviations, and thus not converting it into an 
outlier that needed to be removed.
Continued on page 6
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Outliers
As we have seen, outliers are extreme obser­
vations that for one reason or another do not 
belong with the other observations in our 
data sets. There are two ways that outliers 
can be introduced into the Bizcomps data­
bases, the first of which results from incor­
rect recording, or especially, data entry 
errors that can put wild values into the data 
sets. The second cause of outliers is that 
data sets are not homogeneous to which a 
single regression model will apply, but rather 
a heterogeneous mix of two or more types of 
transactions, one of which is more frequent. 
The infrequent observations of the other 
types will appear as outliers.
What one does when outliers are identified 
in the data set is not without controversy. If 
the outlier is a result of a data entry error or 
is otherwise suspect in terms of its reliability 
or accuracy, then it should be clearly 
removed from the data set or repaired before 
any further analysis. But what should be 
done about outliers that are not clearly erro­
neous, such as those that lie between 2 and 
4 standard deviations from the mean of the 
regression line? Somehow, leaving those 
observations in the data set has come to be 
viewed as the "honest" thing to do, and that 
removing them is viewed as "cherry-picking" 
or "cheating" or "making it work."
The issue of outlier removal is greatly influ­
enced by what one is trying to accomplish. If 
you are performing basic science and trying 
to establish a relationship between, say the 
number of cigarettes smoked and the onset 
of lung cancer, then outliers will be important 
to your research as they will be counter-intu­
itive to what was expected and therefore will 
spark new research.
For our purposes, the relationship between 
SDE and selling price is a fundamental axiom 
of business valuation—it doesn't need to be 
established or proved. Therefore, outliers are 
not helpful sources of new research, but are 
anomalies. Outliers typically represent 
(1) input errors, (2) fools for buyers who 
have overpaid, (3) fools for sellers who have 
accepted less than fair market value, 
(4) distressed sellers, or (5) synergistic 
buyers. Items 2 through 5 violate the fair 
market value standard of value, and therefore 
do not belong in the data set. For that rea­
son, it is necessary to delete them along 
with the obvious data input errors. If your 
data set contains 75 data points, and 65 of 
them are within 2.5 standard deviations of 
the mean, why do you need the other 10, 
and what helpful information do they 
contain?
If a data set is heterogeneous and contains 
all types of transactions, why wouldn't you 
want to exclude those that do not fit the fair 
market value standard of value? By defini­
tion, it is true that any transaction outside 
the mainstream does not conform to that 
standard, whatever the reason. For example, 
how can a sale that is 4.5 standard devia­
tions from the mean be at fair market value? 
Mustn't it be at investment value—value to a 
particular buyer? Even if you make the heroic 
assumption that a sale at 4.5 standard devia­
tions is truly a fair market value transaction, 
this question remains: why did it sell for 
such a high multiple? Perhaps it has, for 
example, the best location, the best manage­
ment, superior service, or loyal customers. 
All these things tend to make its SDE far in 
excess of the average enterprise in its SIC 
Code No. Therefore, it sold at a premium; 
that is, not only was its SDE multiplied by 
the average multiple, but the buyer paid a 
premium for its superior performance, as 
well as the fact that its recipe for success 
has been systematized by management such 
that it will survive the closing.
Now, ask yourself whether your subject com­
pany enjoys such profits, or has such sys­
tems in place. If not, then how can the out­
lier company be similar and relevant to your 
valuation assignment? It cannot be, and 
therefore, it should be removed from the data 
set. So, remove the outliers because they 
either don't represent fair market value trans­
actions, or remove them even if, in the 
extreme, they do. Do not fear that you are 
"making it work." The cutoff metric is set 
before you start to eliminate outliers, and it 
robotically makes the selections. Hence, you 
are not "cherry picking" the transactions that 
you keep in the data set; an algorithm 
decides what transactions fall outside the 
test metric you have set to determine fair 
market value.
The next article in this series will address the 
following topics:
• Should we always set the cut-off metric 
at 2.5 standard deviations?
• What is the coefficient of variation, and 
how does it tie in with the previous 
question?
• Can one handle SDE and Annual Revenue 
as value drivers in the same manner, or 
must one use different procedures for 
each?
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FOCUS—March/April 2007
2006 Volunteer of the Year Award
At the AICPA 2006 National BV Conference in 
Austin, Texas, in early December, the AICPA 
ABV Credential Committee received the AICPA 
2006 Volunteer of the Year Award in recognition 
of their many significant accomplishments. The 
committee members included:
• Kevin Yeanoplos, Chair
* Carl Alongi, recent member of the 
committee
• Christine Baker, committee member
* Mark Dietrich, recent member of the 
committee
• Todd Lisle, committee member
• James Lloyd, committee member
• Mark Luttrell, committee member
• Marvin Strait, recent member of the 
committee
The efforts of the committee have ensured the 
continued growth of the community of ABV cre­
dential holders as well as the quality and value 
of the credential. In his monthly letter to ABV 
credential holders, Committee Chair Kevin 
Yeanoplos cited the "phenomenal growth" in 
the ranks of credential holders. One of the 
largest increases in credential holders took 
place in 2006, thereby continuing to build 
recognition of the ABV as a premier valuation 
designation. In his message, Yeanoplos also 
encouraged ABV holders to continue to pro­
mote the credential. He said, "The things we do 
today to raise awareness of our brand will posi­
tively impact recognition of ABV by our clients, 
our peers within the CPA profession and our 
business and strategic partners. Each of us has 
the ability to increase the profile of ABV in our 
own professional and promotional efforts as we 
grow our valuation practices. The collective 
power of ABVs working together—our strength 
in numbers—will only enhance the efforts we 
have undertaken yesterday and today to make 
ABV a successful program in the future."
Continued growth of the community of ABV 
credential holders as well as of other AICPA 
credential holders will help CPA firms in 
addressing two of the practice management 
issues that top their list of concerns: staff 
retention and succession planning. CPA firms 
can foster staff retention and help pave the way 
for management transition by identifying CPAs 
interested in and capable of becoming ABVs, 
by sending them to the appropriate training 
such as the AICPA BV Essentials series of 
courses and the ABV Exam Review course, 
encouraging them to attend the AICPA BV 
Conference each year, and sponsoring them in 
the ABV Sponsor Program.
The Value of Experience
To encourage continued growth of the ABV 
community, the Institute has launched a new 
ABV sponsor program that recognizes the value 
of experience in valuation. CPAs experienced in 
business valuation may qualify to join the ABV 
community in the new program if they meet the 
following requirements:
• Currently an AICPA CPA member in good 
standing.
• Passed a valuation exam for an AM, CBA, 
CFA, or CVA credential. The exam may be 
proctored or unproctored.
• Hold an AM, CBA, CFA and/or CVA valuation 
credential in good standing
• Can attest to having at least 1,000 hours of 
business valuation experience.
In addition, ABV sponsorship is required. A 
candidate must have one of the following:
• One ABV sponsor who serves in a supervi­
sory role within the candidate's firm or 
employer
• Two ABV sponsors outside the candidate's 
firm or employer
The ABV sponsors must be sufficiently familiar 
with the candidate's valuation work.
For additional information about the program, 
please visit
http://bvfls.aicpa.org/Memberships/default.htm 
An Important 
Reminder About 
ABV
Recertification
All ABVs are required to meet ABV 
recertification requirements every three 
years. All recertifications are now con­
ducted at calendar year end. All ABVs 
whose recertification period ended 
December 31, 2006, will receive e-mail 
information from the AICPA on recertifi­
cation in late April 2007, so watch your 
inbox! Recertification is done online in a 
simple attest format. For more informa­
tion on recertification, view the ABV 
Credential Handbook, which is available 
at http://email.aicpa.org/cgi-bin15/ 
DM/y/eYHJ0Mhj2j0Ecj0V7J0Ew.
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 FYI... How Is Your Firm Doing?
Every CPA firm can benefit from knowing how it 
stacks up against competitors and others in the 
profession. The AICPA Private Companies 
Practice Section ( PCPS) offers members an 
opportunity to benchmark and gain an under­
standing of how they compare. PCPS has collab­
orated with the Texas Society of CPAs (TSCPA) 
to conduct the most comprehensive benchmark­
ing study of CPA firms nationally. This year's 
study, the fourth joint effort of PCPS and TSCPA, 
included nearly 2,000 firm participants.
In the broader context of earlier, recent studies 
sponsored by PCPS, the MAP Survey supports 
their findings. For example, a recent PCPS Top 
Issues in Practice Management survey found 
that the most important issue for small firms 
was recruiting and retaining qualified staff. The 
second most important issue was succession 
planning. The MAP Survey, however, confirms 
that despite the priority given to these issues, 
some CPA firms fail to take the necessary steps 
to ensure succession.
An earlier PCPS study found that 89% of firms 
did not have a partner-in-training program. The 
MAP Survey finding is similar. The Survey 
results suggest that firms may put themselves 
at a competitive disadvantage in their efforts to 
recruit and retain staff.
The importance of career development pro­
grams was corroborated also by the results 
of another PCPS-sponsored Top Talent Study. 
In this study, CPA firm managing partners 
asked their most highly valued nonpartner 
employees about their expectations for 
advancement opportunities, benefits, and 
firm culture, and about the impact of these 
factors on their decisions to join or stay with 
a firm. Career growth opportunities influ­
enced the decision of the 80% of study par­
ticipants to accept a position with a firm.
The MAP Survey also provides a wealth of infor­
mation on day-to-day management issues. 
Among them are the following:
• Growth: how much and how they did it
* Where the money is
• What's remaining for owners
• What people are paid
• The best benefits
• What firms bill clients
• Realization rates
• Leverage
• Service mix
Concerning service mix, of interest to Focus 
readers is that, among all responding firms, 
the top choices were business valuation and 
litigation services, along with cost segrega­
tion, outsourced controllership, and invest­
ment advisory services. Firms can bench­
mark their own results against the MAP 
Survey findings. Firms that participated in 
the survey have received a comparison of 
their data with the overall results. Firms that 
did not participate, however, can compare 
their data with the national findings. PCPS 
member firms can download the entire 
results as a member benefit; non-PCPS firms 
can purchase a copy of the national report at 
http://map.pcps.org/run/map6buy2.
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